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ABSTRACT .
Tax reduction,and lisitation of government spending

issues dominated ,the. November 1578 state and national elections. shat .

effect the propositions will have on ccomunity,college fipincing. will
not be known fot some time. Three principal sousces-of college

Srevenue -- property tax, state appropriations,, tuition and
fees -- account for most of the fuUds- in the categories. capits1
outlay fidancing and current operating finaiCing. The manner in which
state funds are allocated offers four. funding alternatives:
negotiated -budget, .unit rate formulav'sinimus foundation cr
equalization, or cost -Lased program. thitever the funding pattern,
the amount-of anes allocated is related-to the number of full-time
student or faculty equivalents or the ouster of student credit hours.
In recent years legislators and governors have placed 'limits on the
amount allocated to colleges. Especially' unfortunate ccnseguencei

,
verse:eon in the curtailing of non-Oredit courses; loss of local
autbnfty;.decrease in the number of locally-supported colleges;
lessened comiitment to the Open_Doo; policy; and increases in *tuition
and fees. A-positive effect is the increased concern with educational
mission and function, and with governance. A bibliography is
included. (ATC)
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_ COMMUNITY COLLEGE FINANCING IN THE POSTTROPOSITIONa 13, ERA
.

The passage of Proposition' 13 sin June 1978 in
California by a 2 to 1 vote stirred considerable anxiety
among personnel in all publicly-supported agencies: The
immediate objectives of such proposals are relief to the
taxpayers through reduction of property taxes, restric-
tions on increasing other taxes,. prrlimits on eXpendi-
tures. Tax teduction and Inn cation of government
spending issues.dominated the/November 1978 state and
national elections. Democrs outdid, Republicang in
their commitment to these issues. The voters id 12 states

-(outtof 16) who approved propositions dealing with tax
' reduction and limitation of spending gave strong sup-

port to those ,who characterize 1978 as the Year of the
Tax. Revolt. Proposition 13 has become a rallying cry
for taxpayers, the equivalent cif Lexington and.Concord
(Baratz and Moskowitz, 1978) and the Boston Tea Party

4--s-(Norris, 1978). ..-

What'effect the, 12 propositions. will have on com-
niunity college financing will not be known for some
time:, in Nevadanot until 1980 when ..a reaffirmation of

N....the November's vote must take, place. What happened
jn California was spelled out in the headline on a Los
,Angeles l'itnes article, "Community CollegeSpending
'Hikes End:tfotal Costs. to Level Off or Drop for First
Time Since 40's" (SPeich, .1978). The statistics are even
more dramatic. Before Proposition 13 the property tax
to state appropriation revenue ratio was 48 to 42; the
post - Proposition 13 ratio became 21 local,. 67 state
(California Community Colleges, '1978). While large,
the state contribution accounts for only 75 to 85 percent
of the loss in local revenues. Cptbacks in expenditures
had to be made and new sources Of revenue sought. In
California as in most states cutbacks'are more produc-
tive in balancing the budget since significant new
soured of revenue ark not aVailable.

Next to tax revenues and state subventions tUition is
the third largest source of revenue for commun.col-
1,1ges..For California colleges, which are not authorized- ..'

t impose tuition charges on resident studenis, this ,

a enue is closed. The legislature did authorize the col;'
leges.to increase the number of fees; mainly in noncredit
and community services classes. The return from these
and other fees, already authorized, does not make
more than 2 pecent of their income. Federal aid, pr
viding about 6 percent of their income, did not change.

Although the no- tuition policy has remained intact,
the prospects, for its continuance have become less cer-
tain. Discussions on future plans often include tuition
or user fees as..Rnes possibility as a source of new
revenue. It is likeq, that within five years the no-tuition
policy will be breached, perhaps through increasefees
rather than through tuition (Erickson and McCuen,
1978). The effect will be the same; students will contri-
bute a larger proportion of revenues.

F.

Without underestimating the- serious effects of Pro-
position 13 on California colleges and the probable ef-
fects of similar proposals on colleges in other states,
Proposition 13 did not, initiate the crisis. Resistance 'to
higher taxes and public expenditures has been tisirtg for
at least five years. This resistance has been felt by many
colleges in lower revenues or in reduced per student
allocations, and in the large number of collegettax and
bond measures that fail to get voter approval, For'ex-
ample, since 1968 only 6 Illinois community college
districts obtained voter approval fort axlevy increases
for operating purposes. During that perj60 there were
20 failures. On top of this all colleges have been ad-

0./ersely affected by the high inflation of the 1970s. Col-
leges with rising enrollments,have been "particularly

,hurt" (Illinoig Community College Board, 1977, p, 19).
The three' principal sources of community college

revenue property' tax, state appropriations; tuition
and fees account for most of the funds. Federal aid .,.
represents about6-10 percent of operating budgets. Of
minor significanc4e are revenues from private sources,
including foundationg, interest on surplus funds, acid

.profits on student stores and other enterprifes.
When community college financing is discussed it

usually refers to cal-rent operating revenue. Revenue for
capital outlay buildings and nonexpendable
ment are Avually budgeted separate'-- These two
classifications of revenues will be treated separately 1

under Capital Outlay Financing and Current Operating
Financing Patterns.

Capital outlay fipaneing for ldings and major
equipment may or may not be includ d in tilt financing
patterns . More often it is not. In ct, capital outlay
financing has been characterize as "irregular dr
sporadic" by the director of Missiskippi's Commission
of Budget and Accounting, "dismal" by the California
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.POStsecondary Education commission; and without
"any impficitgOjective" by # Texas official (California

,Poitsecondarndttcation Commission, 1977a, 'p..124).
Much of the difficulty is, attributable to the large'
expendikures required, at the time of initiating a capital
outlay project and to ethe requirement or. practice in
some states that a bond issue. to finance the project be
submitted to the voters for approval or rejection.
Usually. a two-thirds vote is required for approval.
When a financial crisis occurs, capital outlay projects
are among the, first ta be frozen or curtailed. .

To spread :the expenditures of capital outlay funds
over period 'of years, some states require colleges to
develop plans on their projected needs for five or ten
years. The pi-ell:dem of capital outlay financing has
become mote difficult .because of the predictions that
enrollment will decline in. the 1980s. The California
Postsecondary Education Conimission concluded that
"although several' states appear to have responded ef-
fectively to the need for new construction when com-
munity college growth reached its peak, few have suc-
ceeded in establishing consistent and reliable systems of
capital outlay Support for the longer run" (1977a, p.
127).

Current operating financing patterns vary according
to the major source of funds or according to the manner
in which the state distributes its share of funds. Though
there are common elements ,in the patterns, they vary
widely among the states and sometimes within a state
where some c011eges are ftInded by the state and others
through local property taxes and state subventions.

The simplest differentiation in financing patterns
focuses on the share of revenue colleges;receive from the
state and from local taxes. State - supported colleges
receive their funds from the state, no funds from local
property taxes; locally-supported colleges receive funds
from property taxes and state subventions. Within each
group tuition may or may not be a significant source of
revenue. .

A more refined classification developed by Watten-
barger and Starnes (1976) is based on the manner in

,which the .state funds are allocated or received by the .4

colleges. They classify support patterns under Mee of
i fate major divisions: I) Negotiated Budget Funding in

whihh the college negotiate with the state legislature or
state board for 'a 1ump4'Sum, broken down into large
areas orinto line iterns.;,,,,2) Unit Rate Formula Funding
based on student credit hours or student full-time
equivalents; 3) 'Minimum Foundation or. Equalization
Funding hised on the ability of the college to support a
minimum foundation with a specified pr6perty tax; 4)
Cost-Based Program Funding as opposed to uniform,
single rate funding. Usually vocational_ education
courses are funded at a higher rate than liberal arts
courses; adult education courses may receive no state
funds or at a lower rate than the regular college-credit
courses. The number of categories in cost-based fording
may vary from .2 to 45: In 1976 the Unit Rate Formula
and the Cost-Based Program Funding were each used by
15 states, the Zlegotiated Budget by '12 states, and th
Minimum Foundation by. irstates.

Minimum foundation funding can becOmeonite com-,
plicated as a 'result of attempts to take into .consideza-
don property tax frelief, hikhertosts of operating:small
colleges, probleni encOuntered"by urban districts,, and
varying rates of poeulation growth,' and to' keep the
total appropriation within bounds established' by the
legislature and goVernor: Before the passageof Proposi-
tion 13 California adopted a "formula provicfing a par-,
tially equalized alldwance for existing enrollment, a
separate. computation for. edrollment growth . . a
`demographic' factor intended to benefit urban
districts, and a six'percent inflation.fictor" (California
Postsecondary EdUcatio Commission, 1977a, p. 9).
Less complex is the special assistance for equalization
provided by the Illinois legislature to those community
college districts whose equalized,assessed valuation per
full-time studerht equivalent, is below the `state average
(Illinois Community College Board, 1977). Under
minimum foundation or equalization aid pattern the
state share of subpart rises or falls "according to the
ability . . . of local districts to contribute to the founda-
tion amount from their local. tax bases" (California
Postsecondary Education Commission, 1977a, p. 4).

Although the four pattern4 are different, most of the
'states use a rate formula as ondirigredient in allocating
funds. Whatever, the pattern the amount of money
allocatql bears some relationship to the number of full-
time. student equivalents or to the number of full-time
faculty equivalents or to the number of student credit

`1.. hours or a combination of these criteria. Also, in most
rate formulas occupational courses receive, higher
allocations than the liberal arts. Some states 'adjust r s

'inversely to thc size of college enrollment. In additi to
regular allocations lump sum payments may be citted
to small colleges or to new colleges. The budge based
pattern may appear to be less subject 'to enrollm t than
the others; however, in practice allocations bear a
reasonable relation to enrellment. /tilde from partiality
toward enrollment-based funding there is no best NO-
Mg pattern (Bennett, 1977).

A different approach to funding was proposed lby. a
Michigan Task Force. A unique feature of the proposal
is a program classification structure of 5 delivery design'
modes General Instruction, Lab I (Biology and
Physical Science), Lab 2 (Vocational/Technical), Lab 3
(Health) and Lab 4 (Communications). The class size
for each mode varies from IQ for Health to 22 for'
General Instruction'. The "central driving force" of the
'model is the student contact hour (SCOH) per full-time
faculty-equivalent (FTFE)Tormula. Another feature of
the plan is a 50/50 local-state sharing; however the ratio
is closer to 25/50 because the local share includes 25 per-
t ent:of tuition and fees. In many respects this is a
modified form of cost-based funding (Michigan State
Board, for Public Community and Junior Collegeg,
1977).

Funding patterns are far from static.--Some change'
almost' yearly (California Postsecondary Education
Commission, 1977a). These may be initiated by the col-
lege educators, special. commissionpor ,task forces, the
legislature, the governor, the electorate or a combina-
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tion of two or more of these groups, Changes ape often'
of a minor nature; such as introducing an inflation fac-
tor, or an incentive factor, to encourage greater activity
in prOtrams (vocational, remedial, handicapped), or in-
treising reducing -the number of instructional pro:,

Of greater significance are changes
tt aid for local-state support orttliat

nd fees as a condition of state support
ariOus formulas with the objective of

taxes or equalizing educational sup-
.Po ion of both. .

gram
that
ma

- or t
re

40: Opt'
the ;elle--
creased by
leges receiv
1977, $16.48

y changes were usually beneficial to
970 state support in New York in-
nt. In 1962 Texas community col-
per WO of state appropriations; in

( ifornia Postsecondary Education
Commission, 77b). State suppprt in California in-
creased frorn Ili' cent of the colleges' current income
in 1965 t6 4 sent in 1975 (California Postsecondary
EducatiOn fission, 1977a). In Illinois appropria-
tions more t ubled, frOm $56.9 million in 1970 to
$128.1 million in 1977 (Illinois tommunity College
Board, 1977). In a survey of the financial Condition of
community colleges in 39 states for the 1975-1977 period
McGuire (1978) reported that funds were increasing in
11 states, decreasing in 7, and stabilized in 21.

Formulas rarely provide for higher per capita grants
to take care of the lag in reducing fixed costs during
periods of declining, enrollment. Unless they are
weighted to compensate for inflation the financial situa-
tion can become serious (Illinois Community College
Board, 1977). Fop 1975-77 McGuire noted that for some
colleges even though "the actual %ppropriation . in-
creased during [1975-77] . . . . The...rate of increase,
'however, was smaller than in previous years; was well
below the rate of inflation; and, as a result of enroll-
ment increases, culminated in lower per student
income" (1978, p. 8).

In recent years legislators and governors have been
placing limits on the amount allocated to the colleges.
For example, in 1974 the Florida state allocation was
based on an estimated enrollment of 139,000 FTE. The
actual enrollment was 158,000. Because the legislature
refused to increase the appropriation the colleges re-
ceived a prorata share of the budgeted funds which
meant a lower per FTE allocation (California
Poitsecondary Education Commission, 1977b). Simi-
larly in 1976 in Illinois the state allotment had to absorb
a serious deficiency of state funds because the state
legislature did not pass a deficiency appropriation for
approximately 25,000 more FTE students than had been
anticipated (Illinois Community College Board, 1977).
In 1975 the California legislatufe at the request of the
governor imposed a cap of 105 percent on the enroll-
ment growth for which the state would provide funds
(California Postsecondary Education Commission,
1977a). In Washington because of a "scarcity of
resources . . . substantial segments of the budget model
'[were in 1977-78) funded at less than 100 percent"
(Washington State Board for Community College
Education, 1978, Section I, pp. 1-2).

Equally prevalent are restrictions placed on funding
of noncredit courses, particularly in community ser-
vices. ReCent examples are in 'California (McIntyte,.
1978), Florida. (Florida State Department of Eduction,
1977), New Jersey and Pennsylvania (Marforana, and
Others, 1978). Thete courses are becoming so un,-
popular among legislatures that colleges are either cur=
tailing them, supporting them by 4091 revenues, or
making them self-supporting. During periods of finan-
cial stringency, as in New York City and California,
such' courses are the first .to be dropped (Alfred and
Others, 1977; Phair, 119781).

Such actions do not augur well for financial well.t',z
being of the colleges, Henderson, Director of Com- _

munity College Education in Florida, warned that the
"days of operating virtually unquestioned, and of being.
both autonomous and affluent, may well be a.
phenomenon 'of the past" (19781 p. 27). Henderson's
appraisal was shared by many eduCators in California
who, in 1978, for the first time since 1940, had less
money to spend than they had the previous year. Until a
new funding pattern is developed the prospect for 1979
is bleak (Speich, 1978). On the basis of an analysis of
the issues and problems raised by recent trends in state
legislative activity Martorana and Others concluded that
"community and junior colleges have entered an era in
which adequate financial support may be more and
more difficult to obtain" (1978; p. 49).

No satisfactory method of financing .colleges on
quality criteria has been devised although there is much
written about accountability, competency-based in-
struction and other proposals to use quality criteria in
conjunction with quantity criteria, It ii-even difficult to
find evidence of cost effectiveness as Chancellor Craig
of the California Community College Board of P,

Governors discovered when be and his staff were trying
"to make the strong ease we should have been able to
make as to our relatively reasonable cost compared to
'the costs of unemployment, welfare, penal institutions,.;."
other educational systems, etc." (Craig, 1978, p.
Proposals to reward colleges on the basis of the per,
centage of students completing courses with passing
grades or on the number of graduates receiving &grits
or certificates of completion have found little support
among educators. More common are incentives for
recruiting students from economically, -racially,
physically, or educationally disadvantaged groups
(Illinois Community College Board, 1977; McIntyre,
1978).

4
Funding is closely associated, with the issue of state

versus' local control because educators believe that
locally-suppOrted colleges are less likely to be hampered
by state controls than colleges funded by the state. The
assumption that "decisions . . . invariably follow the
dollar" '(California Postsecondary Education Commis-
sion, 1977b, p. 9) seems to be unsupported by the facts.
The "intrusion of governmental agencies and boards
into the ,affairs of local boards of control . . . , over-
regulation . . . and excessive reporting requirements"
(Michigan State Board for Public Community and
JuniorC,Oeges, 1977, p. 52) are as prevalent in locally-



supported colleges as in state-supported-colleges. As
Martorana. and McGuire wrote in 1976: "A new survey
confirins: what may educational leaders have been
guessing about. The states are exercising incrksing con-
trOl and coordination over the developritentiaili ad- .

. ,

.miiistiation of public community colleges" (197 , p.
8).

Regarding the local-state issue the: California
POsts,econdary Education Commission commented:
"Detpite the fact that these argunients [Of the relative
advantages of local versus state funding] could be tested
with.empiricaFevidence,the local-state debate fortwo-
year:Colleges has continued on an abstract and 'self-.
evident' level.' Despite the voluminoui information on
them colleges,.surprisingly few researchers have triedeo -

.see whether- locally-contr011ed coilegeS differ in cur,-
dqulum and orientation 'from their state-controlled
cob nterparls."_119770, P. .- *' ,

As state legislatiires and voters place limits on pro-
',Om, taxes the number of locally-supported colleges will :

be sharply reduced. :The amount of mpney colleges
:receive from the state will depend on enrollment.and the
economy. If the concern aboutinflation and high
government costs persists, the community college may
be in a more difficult situation than at any time in the
last ten years. Paradoxically; revenue froin sales and in
come taxes are increased by the inflationary effect on
the price of goods and wages, thereby creating. large
surpluses in some state treasuries. Had it not been for
the State surplus California community:colleges would

:Ioday-be in very serious straits. A surplus in New. York
- enabled the Governor in:1978 tO increase _grants for

operating and capital outlay purposes. For most ca.
leges, capital-outlay revenues Will continuo') be scarce , '
as long as projections point to a decline or steady state
in population and enrollment Federal funds will con-
tinue to be appropriated' for studeht and categorical
grants rather than for iristitutional purposes." The
amount provided in the 1980 budget may be:curtailed if
Congress approves the President's goal of reducing the.

budget. by $15 to $20 billion (Eaton, 1978).
The financial crisis is adversely affecting the ccinuuit-

ment to the Open Door because colleges' in choosing .

mixing alternatives tend to choose those -which conform
to:traditional higher education practices. A common
response is to tighten admission, testing4Obaticrit and
'retention standards (Ailegato 1978; Alfred and Others,
1977; MetrOpOlitan Community Colleges, 1978: MCI:
Cuen and Others, 1978). Anothet is to drop remedial

,

`courses.HOw;widespread this- movement back to the
'basics is in the comniunity colleges is difficult to deter-.
Mine. There is enough evidence,. however, to cause con-
cern. Moore, in 1970, asserted that iifive teachers can,.
of -want teach. [remedial students] at the college
level" ( Aarons, 1975, p. fl and Gleaner,; in 1912 felt
called upon to disagree with those whO'propose turning
hick-to the elemeritary and secondary-schools respon-
sibility fol. inadeqUately prepared students (Aarons,
1975). Some "taxpayers and legislators are beginning-to
object to paying college prices for public institutions
that provide large numbers of remedial sttidents, with ,

what. is essentially high 'school [coursei]" (Beck, 1978,
15).

Also affecting' the Open, Door is the continued in-
crease in tuitionnind fees and in the number of coliegi
'imposing them- Since lack, of finances is among the
principal-reasons high sehoOl graduates dg of continue
their education it is rreasonable to as** that tuition
andfees area deterrent. Financial aid and. tuition remis-
sion plans provide some helP to low- and middle-ibeome
students, but the amount available is ioadequate.

Reluctant atCelleges are-to incr. ease tnition and fees,
the yearly average paid by: studentS' has._, risen withoht
interruption from $97 in 1964 to $387 in 1976. T
range today is from a few dollarS to $900 (icmeric
Association of CoMMunity arid Junior ColleFes, 1978
Tuition and fees represent about 20 percent-Of .t
operdthig revenues. Today's, cdds is forcing more c
leges to give up their no-tuition policy. _Unfortunate
because such a decision is rarely rei,ersed i later ye
the low- or no4uition policy will end'for nearly all co

. munity colleges within the neu five years.
A positive effect of the tax crisis, is the exteniiv ac-

tivity resulting front studies which, -. though prim ily
fOCused7on financing, must perfOrde include areas uch
as mission and function, governance; .managemen and
other aspects of education. It is possible, but high im-
probable; that the entry' include ant g its
issues Whether or not the community college sho 1c1 be
transformed into _a new kind.: of institution Ihe
evidence 'suggestS that colleges COnfronted by1reduced
fmanCial resources revert to the traditional! higher:
*education status with emPhaiton College:cred[trcouries .

and programs. r E .

How lOng the lean years will last is difficult to predict..
The unpromising forecasts on population and enroll:.
ment ate discciuraging groWth because there is a dose
relationship betweeri-suCh, grciwth and revel*. Fotthe
.last_ ten years 'the diop in the enrollinent of f011-time
college-age youth has been balanced by the enrollment -'
of new students - minorities. veterans, middleaged

'Women., senior citizens, part-tiMers '(including Many.. -

with baccalaiireate and higher -. degrees), the handl....
capped, .and the institutionalized (Knoell and' Others;
1976): But, this flow, seems 6 have reached its peak,
According tOia study of the California ostsecondary
Education Commission, "in the past year Or two'. . -. it

-has becoMe 'Clear that this period of growth is ending
and, that thecommuriity Colleges . .*. inuSt adjust`..
little or do gsOwthand, quite in the early 1 80,s,,/
some years of deClining enrollments" (1977a,, p. 2

,

.There maypt be as many lean years as there wer fat
years af,the.1945:;1977.era; Init -they are not likely t
soon. 1Vhieh will depend, n the relative success in re
ing inflation.-If a serrous recession shOuld,Oc&ur
last years of the ,1970s, the lean years 'for comm
colleges may extend' into- the 1980s..

John Lomb di
Staff Water
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